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MEMORANDUM FOR MR. ROBERT C. MCFARLANE
THE WHITE HOUSE

¢ Eiéched is a papét describing a proposal for the-?xpansion
fiforeign policy export controls on U.S. exparts destined to
Iibya  for discussion in the NSC meeting on Priday, December 2.

i

?ﬁiﬁ%ﬁtopoaal was developed by an interagency working group in

has.-not yet received final endorsement by all agencies

. represented on the working group.

o

Chatrles Hill
Executive Secretary

“SECRET- .
'DECL : OADR

s Sanitized Copy Approved for Release 2011/01/24 - CIA-RDP85M00364R000400500014-1

System II Add-on




S e R

+

Sanitized Copy Approved for Release 2011/01/24 : CIA-RDP85M00364R000400500014-1

SECRET
-2

review pf sales of significant ©il and gas eguipment and technical
data to Libya. The Advisory Committee for Export Policy has
approved denial of the mooring system export but Coemerce has not
vyet acted on the recommendation for a change in the regqulatory
policy.

In response to the September 9 request of the NSC, an
interagency working group has reviewed a number of commodity areas
where remaining U.S. sales to Libya might be viewed as inconsistent

with our policy objective of eliminating U.S. actions that directly ’

or indirectly encourage oi support Libyan policies of terrorisam,
subversion, and aggression.

As a result of this review, the'group prepared the following
proposal as a possible course of action which could be lmplemented
as an addjtional step to resatricet U.S. exports to Libya.

PROPOSAL DESCRIPTION

The current presumption of denial of export licenses to Libya
could be extended to include applications for exports worth $1
million or more in specified additional broad categories of U.S.
products destined for the development of Libya's strategic ‘
infrastructure. Thnse categarinrs would be: chemical and petroleum
eguipment, electrical and powsr geonerating eguipment, general
industrial equipment, transpartation egquipment, electronic anad
precision ipnstruments and tewchnical data (as defined in the
Commodity Control List) destined for Libya's oil and gas sector,
industrial sector, transportation sector, hydralogical sector and
power generation sector. Related technical data (including

management services) regardless of value which are to Dbe utilized in

the described economic sectors would be presumed to make a
significant contribution to the development of Libya's
infrastructure and would, therefore, fall within the presumption of
denial. Preexisting contracts would be excepted and the existing
policy of limiting the extraterritorial effects of Libyan export
controls in accord with NSDD 27 would be continued.

DISCUSSION

Under this proposal our licensing policy would be changed from
general approval for broad ranges of exports to Libya to general
denial of any export which could make a significant contribution to
the development of Libya's strategic infrastructure as described
above. The exception f= _ ieexisting contracts is included in the
proposal to accord with NSDRD 27. [+ also takes account of valid
business concerns and curren’ Congressional scrutiny ia this area.
In addition, the existing policy on limiting the extraterritorial
effect of these controls would be followed.
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. This action would be intended as a unilateral U.S. measure. In
implementing it, however, we would undertake to explain to our
_ﬁallxes and friends why we were adopting further export controls.
Ljﬂhile ‘we ‘would not expect ‘our allies to voluntesr ta adopt aiamilar
'32683298. ‘there are indicationn that other nations might be willing

AT reexanine*soue aspectsﬂof thei: military expart policies to

3, 2e =P S hetea tently ‘pending 338 export
wlicenseaapplications{u, a.,) ,$611.4 million. . Of these, 36
4 oxportilicenge applications with'a value: of 3$545.5 million would be
subJect to a . presumption . of denial under, the proposed action.
.Ezport lxcenn ;appllcatxons reflect .only potential rather than
Fthel'effect: of these " sanctions on U.S. business
.necessarily the sum of export licenses denied. On the other
.nand. the existence of export controls does have a chilling effect
‘on U.S. business endeavors with the affected country and undoubtedly
“geters: firmg ‘from applyzng for licenses in questionable areas.
“1.S.exportsa. te Libya have dropped from $416 million for January-June
171981 to $170 million for the same period in 1982 and $105 million
"“fox the cortespOndzng perxod in 1983.¥;ﬁg,,ﬂ,3

k8

N

1\(:'.‘1 R o [P

4 ,-izxtending our policies of denxal would undetscore our opposition

- to Qadhafi’'s policies. This action would again emphasize to Libya,
our European allies, and concerned African friends the willingness
of the U.S. to forego economic benefits in order clearly to
demonstrate cur firm opposition to Libya's foreign adventures. It
would also help eliminate 1n“0nﬂiatency between our efforts to curdb
Cadhafi’s activities and U.S. lndustry s supporc ta major projects

: doveloping beya 8 1n£:as*:ucture._, ) )

e -while these additional unilateral U.S.

“.restrictions would again serve notice on Qadhafx of the
‘unacceptability of his palic:ics, they are not expected to prodwce
political and economic pressures gufficient to cause any significant
change in those policies. The restrictions would of course deprive
'U.S. businesses of exports. Even after the restrictions are put
“into effect, B.S. business would atill be deeply engaged ian Libya.
B -9 companies respresented in Libya would continue exploiting and

~ Xifting roughly S0% of Libyan crude exports. Approximately 600 VU.S.
nationals couId remairf in  Libya, despite passport restrictions: a
significant nuuber of. them are engaged in beya 8 petroleunm
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industry. We night theref~re coptinue to be criticized by the
French and others for commercial activities which were allegedy
inconsistent with our policies toward Libya. U.S. participarion in
the Libyan oil industry and the presence of U,S. citizens could be
halted only by ths declaration of a national emergency under the
International Economic Emeryency Powers Act {JEEPA}, a caurae of
action rejected by the Adwministcation ia its qeneral policy review
in the spring of 1982. & t«ftal ban on exports to Libya would also

reguire invocation of LEEPA. .

If it is decided that these steps shauld be implemented in
response to Libyan activities, the Departmenty of State and Commerce
will draft and promulgate amendments to the Export Administration
Regulations which will implement the praopasal, .

Prior to the promulgation ot any new regulations, consultations
would be held with Congress, '1.S. businessmen and our allles.
Overall Congresnional reaction to a tightening of restrictions is
expected to be wildly favorable, Individual wembers, however, Can
be expected to press hard for favorable consideration of cases
involving companies in their districts. They would claim that our
policy wounld be largely ineffrctive in bringing about changes in
Libyan policy i1f not supported by other industrialized nations. 1In
explaining the need for further restrictions on the Hill, we would
stress that the political and symbolic importance of maintaining a
strxong and consistent policy towaxd Libyan agression far ountweighs

the economic drawbacks.

In briefing concerned bunineassmen, we would face an
unsympathetic audience. Nevertheless, we would point out that the
steps under consideration waore being taken in response to Libyan
actrions, and were warranted given the nature af these actions. In
briefing our allies we w~'! ~xplain our policy and our intention of
limiting the extraterritorial effect aof these controls.
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U.S. Gil and Gas Export Controis
USSR

NERNN e et

AR 5
L

e Unitéd'States now impose national security controls, unilaterally,
on 0§l and gas equipment exports to the Soviet Union; or should we continue

§..§u;existing~foreign»policy controls pending the outcome of U,S. efforts with the

‘allies for multilateral controls. (C)

_A;iére pending for oil and gas equipment exports to the USSR
125 miTlion), most for ofl exploration and pradyction e?uipnent,
ersible pumps, offshore oil drilling rigs, ete. (C)

s

Assis

i tant Secretary-level Advisary Comittee on Export Policy (ACEP)
recommended the application of national security controls for oil and gas -
equipwent exports,to the USSR, at a meeting on September 13. (S)

R TS » - :
wx3% The ' historical evolution of oil and gas export controls toward the Soviet

j-»-++ Union began in.-1978 under the Carter Administration when validated licenses

t.ome; were first imposed for foreign policy reasons on oil and gas production and
exploration equipment. Human rights violations, stemming from the Scharansky
-trail were the basis for this regulatory change. The Administration response

- to the:-fnvasion of Afghanistan in December 1979 was a change in licensing

.. 2> policy from a presumption of approval to a revocation of gutstanding licenses

""" and a suspension of licensing oil and gas equipment. This policy was later

.- revised and oil and gas items were reviewed with a presumption of approval. (U)

Ve T e

. PréSfdéﬁf'ReagéﬁhsnSTate December 1981, in response to the declaration of

- martial law in Poland expanded foreign policy controls against the oil and gas -

sector in the USSR, e.q. Siberia-West European gas pipeline. Licensing
controls were expanded to cover o0il and gas refining and transmission
equipment in addition to production and exploralion equipment. Licensing of
all products was suspended. Our allies opposed this action. (C)

In November 1982, the President removed controls against the USSR for oil and
gas transmission and refining equipment so that controls reverted to the
status of those .in existence prior to December 1981. In return for this
action, our European allies and friends agreed to undertake a number of -
multilateral cocperative studies designed to explore opportunities for
increased Western economic and energy security. We also obtained agreement to
consider new controls on oil and gas equipment and technology within COCOM. (U)

| LA
Classified by: W. T. Archey
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In early 1983, the allies agreed with us that COCOM would establish an Ad Hoc
Group ta identify and consider (emphasis added) the case for controlling other

" high technoTogy items {equipment, materials, and technical data), including

those with oil and gas applications, not now controlled. (C)

This COCOM group became known as the Ad Hoc Group on Other High Technologtes,
including 01l and Gas. The United States originally propased a Tist of
seventeen 0il and gas items for control in April 1983. A High Level Meeting
(Under Secretary level) of COCOM representatives in Tate April vreaffirmed
their government's commitment to the work of the Ad Hoc Group and agreed
regarding oil and gas items that, “the primary objective is to identify in
order to correct deficiencies and leopholes in the internatienal Tists.” (C)

The U.S. proposal was subsequently refined and now covers twenty-one ftems
deemed to meet the COCOM strategic criteria. An index of the oil and gas
items included in the U.S. COCOM proposal for control is attached. This list
was tabled at a meeting in July but we agreed internationally not to discuss
it until January 1984. (C)

Bilateral discussfons on the U.S. propnsal were held in late October with most
of our COCOM partners. These bilaterals were prepatory to the fourth meeting
(January 9-12) of the Ad Hoc Group. Most countries agreed with the U.S. view
that the work of the Ad Hoc Group is nearly complete and that the Group should
refer the U.S. proposal for multilateral oil and gas equipment and technology
controls to the full Committee for review and consideratign for inclusion on
the embargo 1ist. The European naticns visited were unanimous that before
they agreed to such controls the items must meet the COCOM strategic criteria.

(c)

The Europeans do not yet seem completely persvaded by the Unjted States
proposals and are, therefore, unlikely to agree to controi all the items.
Although items such as oil and gas enuipment were multilaterally controlied in
the early years of CCCCM, the crganization's strategic criteria is now
interpreted to apply io items with only significant and dlrect applications in

nilitary systems. (C) :

Arquments For National Security Controls (S)

o Demonstrates to allies in concrete way strong U.S, belief
that such equipment is, in fact, strategic within COCOM
meaning, reinforcing U.S. arquments against Soviet oil and

gas development.

o Insures consistency between U.S. COCOM proposal for national
security control on oil and gas equipment and U.S, export
control policy. '

o Anticipates future large-scale Soviet development efforts
(e.g., Barents Sea, etc.) which will require massjve amounts

of Western equipment and technology.
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Sends a clear signal of United States® opposition to assisting the
Soviet Union in developing its energy resources with Mestern eguipment
and technology.

‘Is a potential brake on Tong-term Soviet hard currency earnings.

Arquments for Foreign Policy Contruis . (S)

]

To shift basis of controls is a major policy change not technical
adjustment in regulations. Individual Ticenses far exploration and
production equipment can now be denied. T ‘.

Adoption of national security controls would send the wrang Signal to
our allies. It would raise new fears among our allies over our Soviet
palicy and would also harm our COCOM negotiating position.

Administration retains maximm flexibility if COCOM nations do not
agree to U.S. proposals or if foreign policy situation changes.

Unilateral restrictions, thot t ¢ . American suppliers out of the
competition, would give othirs an incentive to avnid or delay
agreement in order to retais the aarket for themselves.

Retention of foreign policy cuntinls rather than national security
controls skirts major Congrossional debate at same time
Administration's Congressional etforts must focus on new export
control authority, includiuy liesident’s foreign policy authority.

Widespread foreign availability in COCCM for the jtems proposed for )
control would yield Tittle real results if our COUOM allies do not
agree to national security controls.

DOC/ITA/TA
MNovesber 30, 1983
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OIL AND GAL EOUIPWWHE AND TECHNOLOGY
PROPOSED ! UR COCOM CONTROL

-1131 - Pumps, deep submersible
}t-?416 o Grophysical - seismic survey vessels
- o Navigation equipment
%t-}g?é ) Aoowmstic/ultrasonic underwater equipment
-1595 = Gravity meters .
it-lloo N1 Corrasion resistant o/g equipment
IL-1100 NI Hinh pressure/temperature o/g equipment
IL-1100 NI feop wall drilling rigs
iL-1500 NI ) Mapeta-teljuric systems
IL-1500 NI Well lugqing equipuient
IL-1500 NI bl leaging equ?pment
Watch List © o1 yas equipment
Tech Data feacibility stqdnes
Tech Data integration bogreta telluric systems
Tech Data Integration Doy fusseis ] )
Tech Data Integration Sulwersible vehicles
Tech Bata lategratiac DFfshere posit % navigakion systems
e ta Besign, Qev. Prad. beep well rigs
§:§2 g:ta Design, Dev. Prod. Vi prasure temperature corrosive o/g systems
Yech Bata Design, Oev. Prod. RN suhmersib)e pn7p5 tems
Tech Data Dexi pev. Prod. Hi-pressure temp. 0/g Sys
Jech Data Besigg: Devy. Prad. Corrosion resistant oil and gas systems

CONTIDINTIAL

Sanitized Copy Approved for Release 2011/01/24 : CIA-RDP85M00364R000400500014-1

e oAl

g e

2 xk

'y N\E‘ng—-” . w

35

I
AT ]

aisdeald dldemiaa »-14'_5&5:-'5.

AT TR RS BT
VLS e, =St

toen

LIRS L !

N g




Sanitized Copy Approved for Release 2011/01/24 : CIA-RDP85M00364R000400500014-1

T ~

y WASHFAX RECEIPT -

SRR g THE WHITEL HOUSE . f
VAN AN

MESSAGE NO.

FROM

391

ROBERT KIMMITT, NSC SECRETARIAT

(NAME)

CLASSIFIC}'A'Y”,\N"__ _"S! g ;l g ! I PAGES 12

(EXTENSION) (ROOM NUMBER)

MESSAGE DESCRIPTION _ %50 MEETING ON FXPCGRT _CONTROLS: LIBYA AND USSR

TO (AGENCY)

DEL vl T0:

B_
KL

Mr. Donald P. Greqgq
Assistant to the Vice Fresident
for National Security Affairs

Mr. Charles Hill
Executive Secretary A -
Department of State
Mr. David Pickford
Executive Secretary B_
Department of the Treasury
Col. John H. Stanford
Executive Secretary
Department of Defense <: -
Ms. Helen Robbins
Executive Assistant to the
Secretary
Department of Commerce
// BELIVER ASAP TQ

MR. ROBBINS. ///

D~

CEPT/ROOM NO.

EXTENSION

Dr. Alton Keel

Associate Dyrector for National
Security and International
Rffairs

Executive Secretaxy
Central Intelligence Agency

Ms. Jackie Tillman

Executive Assistant to the
United States Representative
to the Vnited Nations

Mr. Dennis Whitfield
Executive Agsistant to the
United States Trade
Representative

Brig. General George A. Joulwan
Executive Agsistant to the
Chairman

Jaint Chiefg of Staff

The Pentagon

ABpKiL

Sanitized Copy Approved for Release 2011/01/24 : CIA-RDP85M00364R000400500014-1

25X1




